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 a. Accounting Systems: FRG Attestation, Cell Level Experience and Sample Financials 
 
ValueOptions’ Information Technology System is flexible, robust, and has the ability to track usage at several different 
levels, such as paid claims by level of care by rate cohort. This type of tracking is currently in place in most of ValueOptions’ 
public sector programs. The Pennsylvania program provides a good example of this data usage. In this program we report 
monthly on claims paid by rate cohort (e.g. TANF, SSI with Medicare) by levels of care identified by the Department of 
Public Welfare. The ValueOptions Arizona Service Center has been responsible for identifying both service and 
administrative expenditures at the detail level required by ADHS/DBHS since the inception of its contract with ADHS/DBHS 
in 1999 and has complied with all financial reporting requirements established by ADHS/DBHS. We are currently providing 
financial information through the ADHS/DBHS e-forms for financial statements. 
 
Furthermore, given ValueOptions’ vast experience in the behavioral health public sector arena, we are intimately familiar 
with the relationship between member acuity and required administrative resources. On a national level, this relationship is 
reflected in the often-significant variance in capitation rates between seriously mentally ill members (typically SPMI or SSI 
rates) and those members who meet qualification based primarily on income rather than illness (i.e. AFDC or TANF). 
Therefore, we have developed the ability to allocate the various components of administrative expenses commensurate with 
the relative relationship of the capitation rates and expected medical expense. The result is that the preponderance of costs is 
allocated to those members whose severity of illness requires the greatest administrative resources. 
 
Samples of the financial statements prepared for the ValueOptions Arizona Service Center are submitted herewith. 
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c. Attachment H: Estimated Expenditure  
 
Attachment H: Estimated Expenditure       
        

Contract Year 2005    
Offeror 
Name:  ValueOptions, Inc. 

Title XIX Non-Title XIX Non-Title XIXCategory of Service 
Child* Child CMDP SMI GMH/SA SMI SA 

501 Treatment Services 24.00% 13.00% 6.00% 23.00% 6.00% 27.00%
502 Rehabilitation Services 2.75% 1.50% 7.00% 1.00% 4.50% 1.00%
503 Medical Services 5.00% 1.50% 5.00% 10.00% 4.50% 9.00%
504 Support Services 30.50% 22.00% 48.00%  22.25% 44.00% 22.25%
505 Crisis Intervention Services 1.00% 1.00% 1.75%  2.50% 1.75% 10.00%
506 Inpatient Services 7.50% 34.00% 1.75%  2.50% 1.75% 6.25%
507 Residential Services 1.75% 6.50% 2.50%  8.00% 2.50% 4.50%
508 Behavioral Health Day Programs 1.50% 1.00% 1.00%  1.75% 1.00% 3.50%
510 Medications 18.50% 12.00% 16.00% 18.00%  23.00% 5.50%
513 Subtotal 92.50% 92.50% 89.00% 89.00% 89.00% 89.00%

  Administration/Profit/Contingencies  7.50%  7.50% 11.00% 11.00%  11.00%  11.00%
  Total 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%
        
Contract Year 2006       

Title XIX Non-Title XIX Non-Title XIXCategory of Service 
Child* Child CMDP SMI GMH/SA SMI SA 

501 Treatment Services 23.00% 11.50% 5.00% 22.00% 5.50%  25.75% 
502 Rehabilitation Services 2.50% 1.50% 8.00% 1.50% 5.00%  1.00% 
503 Medical Services 4.00% 1.50% 5.00% 10.00% 4.50%  9.00% 
504 Support Services 32.50% 27.00% 48.00% 23.00% 44.50%  24.25% 
505 Crisis Intervention Services 1.00% 1.00% 1.75% 1.50% 1.75%  10.50% 
506 Inpatient Services 6.00% 29.00% 1.75% 1.50% 1.75%  5.50% 
507 Residential Services 1.50% 5.00% 2.50% 9.00% 2.00%  4.50% 
508 Behavioral Health Day Programs 1.00% 1.00% 1.00% 2.50% 1.00%  3.50% 
510 Medications 17.50% 11.50% 16.00% 18.00% 23.00%  5.00% 
513 Subtotal 89.00% 89.00% 89.00% 89.00% 89.00% 89.00%

  Administration/Profit/Contingencies 11.00% 11.00% 11.00% 11.00% 11.00% 11.00%
  Total 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%
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Contract Year 2007    Offeror Name:  ValueOptions,  Inc. 

Title XIX Non-Title XIX Non-Title XIXCategory of Service 
Child* Child CMDP SMI GMH/SA SMI SA 

501 Treatment Services 22.00% 10.00% 4.50% 21.00% 4.50% 24.00%
502 Rehabilitation Services 2.50% 1.50% 8.50% 1.75% 4.50% 1.75%
503 Medical Services 4.00% 1.50% 4.50% 10.00% 4.50% 9.00%
504 Support Services 35.00% 33.00% 49.00% 23.50% 46.00% 26.00%
505 Crisis Intervention Services 1.00% 1.00% 1.50% 1.25% 1.75% 10.75%
506 Inpatient Services 5.00% 25.00% 1.50% 1.25% 1.75% 4.50%
507 Residential Services 1.00% 4.50% 2.50% 9.75% 2.00% 4.50%
508 Behavioral Health Day Programs 1.00% 1.00% 1.00% 2.50% 1.00% 3.50%
510 Medications 17.50% 11.50% 16.00% 18.00% 23.00% 5.00%
513 Subtotal 89.00% 89.00% 89.00% 89.00% 89.00% 89.00%

  Administration/Profit/Contingencies 11.00% 11.00% 11.00% 11.00% 11.00% 11.00%
  Total 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%

 
Note: Total should equal 100% 
* Does not include children that are enrolled in CMDP 
 
NOTES TO ESTIMATED EXPENDITURES: 

A. TAX EXPENSE HAS BEEN ALLOCATED AND IS REPORTED IN THE VARIOUS SERVICE CATEGORIES. 
B. NO PROVISION HAS BEEN MADE FOR THE 1% INCENTIVE PAYMENTS REFERENCED IN THE RFP. 

Attachment H: Estimated Expenditure       
       



 

ValueOptions Proposal: RFP HP432188    Page 50 
Arizona Department of Health Services  Volume 6  
 

d. Statement of Capitation Rate Selection 
 
ValueOptions, Inc. chooses to accept the capitation rates that DHS will develop in its customary rate development process. 
We understand that this process will conclude in approximately May 2004 and will consider more recent encounter and 
financial data. 
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e. Cost Containment 
 
ValueOptions understands that cost containment strategies must ensure that consumers have timely access to quality 
behavioral health care services. Appropriate methods of cost containment help create a stable, productive provider network 
that makes maximum use of scarce resources and assists the greatest number of consumers through cost-effective service 
delivery models. This section summarizes ValueOptions’ cost containment strategies for Maricopa County. 
 
Overview of Cost Containment Strategies 
  
ValueOptions uses a variety of strategies to contain costs while ensuring timely access to care. The most important of these 
involve the implementation of sound management and accountability structures, including:  
• strong fiscal and administrative protocols to establish budgets, guide contract development, and monitor fiscal 

performance in conjunction with clinical and quality management oversight systems;  
• efficient contracting mechanisms that maximize service delivery and provider accountability; 
• streamlined network management protocols, including analysis of needed capacity and the targeted use of funds to 

implement system priorities;  
• cost-efficient utilization management systems that minimize ValueOptions’ and providers’ administrative expenses, 

while effectively managing utilization within system budgets; and 
• innovative use of technology to increase administrative efficiencies within and between ValueOptions and its provider 

agencies. 
 
Cost Containment Strategies 
 
Strong Fiscal and Administrative Protocols 
ValueOptions has a proven track record of combining fiscal responsibility with clinical accountability. Since 1999, we have 
demonstrated our ability to contain costs in Maricopa County while providing quality care that is innovative and responsive 
to community needs. Our fiscal and administrative protocols effectively support clinical, network, and quality management 
staff in the execution of their duties. These protocols are designed to provide internal controls and warning systems to alert 
staff and management when expenditures exceed pre-established thresholds. These protocols ensure consistency and provide 
important checks and balances in our administrative operations, including; information processing, claims adjudication, 
contracting, and budgeting. The key fiscal and administrative protocols that ValueOptions uses to control costs are outlined 
in the paragraphs that follow. 
 
Establishing Budgets and Priorities for Service Expenditures 
Finance staff work closely with clinical and network staff to establish an annual budget with fiscal targets by fund type and 
level of care. This cross-departmental process results in a budget that both supports the clinical goals of the behavioral health 
system and ensures that projected service expenditures are in line with projected revenue. In addition, a key part of budget 
establishment is the identification of priorities for non-Title XIX funds to ensure that we obtain maximum value for these 
limited funds. As non-Title XIX funds do not increase proportionately to increased population growth, it is critical that 
ValueOptions - in collaboration with consumers, stakeholders, and providers - establish priorities for the use of these funds. 
Specific examples of this type of collaboration include our working with the community to establish non-Title XIX service 
priorities for children and adolescents with the Arizona Department of Juvenile Corrections and Juvenile Probation to 
identify non-Title XIX House Bill 2003 service priorities. Once established, we use the budget to monitor projected 
expenditures and revenues to actual performance. This process is discussed in further detail in the monitoring fiscal 
performance section below.  
 
Contract Development 
Network Management and Program Development Department staff collaborate with finance staff to develop contracts and 
ensure that we maintain an adequate provider network. Finance staff take the lead in analyzing anticipated program costs and 
predicting revenue. Finance and Network Management and Program Development departments work together to ensure that 
an adequate network is in place and that variances in service expenditures compared to estimated revenues are reviewed both 
internally and with providers to determine the source of the variances and any needed adjustments. Our experience in 
Maricopa County has taught us that the establishment of an estimated annual contract amount by fund type is essential to 
contain costs because it allows for allocation of resources at the delivery system level and flexibility in allocating resources 
across providers based on the demand for services. A more effective use of resources helps to contain costs. We will continue 
to use this important cost-containment mechanism. In addition, we will enhance our management of contract amounts by 
fund types. Providers are currently held to total encounter thresholds and contract ceilings. ValueOptions is enhancing this 
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system to hold providers to minimum encounter thresholds by fund type within contract ceilings. In addition, the Chief 
Executive Officer, Chief Financial Officer and key Network Management staff approve all contracts. This control ensures 
that contract dollars are available for expenditure. The Network Management and Program Development Department, in 
collaboration with finance staff, informs internal staff and providers about contract amounts and encounter thresholds and 
makes contract adjustments.  
 
Provider Competition 
ValueOptions intends to seek competitive prices and quality from its providers. Providers who are efficiently run and 
organized and who provide quality care at reasonable prices will be preferred. Provider competition in the areas of pricing 
and quality helps contain costs because it encourages provider efficiency and effectiveness. 
 
Monitoring Fiscal Performance 
RBHA fiscal performance is monitored through the analysis of monthly financial statements that are reviewed at monthly 
financial and operations meetings. Immediate action is taken if expenditures are not in line with revenues; enabling both 
administrative expenses and service utilization to be proactively managed. Types of action that may be taken include: 
researching trends at a detailed level, facilitating the development of corrective actions with clinical and network staff; and 
designing new services to address service gaps that contribute to unnecessary utilization of higher levels of care. Specific 
examples of actions ValueOptions has taken in response to rising inpatient expenditures include: stationing dedicated care 
managers at the primary inpatient facility, monitoring the inpatient census on weekends as well as weekdays, developing a 
specialized mobile team for persons with Developmental Disabilities, and adding a 32-bed Crisis Recovery Unit to provide a 
cost-effective alternative to acute inpatient.  
 
We manage provider fiscal performance through encounter validation, comparison of encounters to payment, and fiscal and 
cross-departmental provider monitoring. ValueOptions has used these techniques over the past five years to effectively 
manage costs. We will enhance our provider fiscal monitoring to ensure that early identification systems for underproduction 
within fund type categories are in place, that rapid corrective action is systematically taken when indicated, and that 
additional provider technical assistance is available to an even greater degree to assist providers having difficulty with fiscal 
performance. We intend to use the strategies below to assist in our efforts to increase access to quality care and to improve 
provider productivity.  
 
Encounter Validation 
We use encounter validation to confirm that covered services are encountered timely, correctly, and completely. 
ValueOptions uses encounter validation to monitor provider submission of claims and encounters and to test for timeliness, 
completeness, and accuracy. Any observed irregularities are reported to the ValueOptions Arizona Compliance Officer for 
further review. Encounter validation data are incorporated into cross-departmental provider monitoring. 
 
Monitoring of Encounter under Production by Fund Type 
ValueOptions currently runs monthly encounter value production reports by fund type to compare production to contract 
payments. The Finance Department uses these reports to validate provider payments, to alert providers when they are not 
meeting contract thresholds, and to alert clinical and network staff of potential provider performance issues. Clinical and 
network staff members work directly with providers to determine the severity of the problems, to provide technical 
assistance, and to initiate corrective action when indicated. Effective July 1, 2004, provider monitoring will be enhanced to 
include: 
• making encounter production reports by fund type available to all providers and key management personnel; 
• analyzing encounter production among the 10 largest providers in contract value, the 10 providers with the greatest 

variance between encounter value and contract payments, and any provider with a 50% variance in encounter value to 
contract payments within any fund type category; 

• running monthly reports to identify outliers and determining appropriate follow up, including further monitoring and/or 
dispatching of a multi-disciplinary team for on-site review of fiscal and clinical operations; 

• reporting suspected irregularities to the ValueOptions Arizona  Compliance Officer for further review and  investigation; 
• presenting results of outlier monitoring and follow-up action results to the Executive Management Team for review and 

approval;  
• monitoring provider encounter value production by the ADHS/DBHS reconciliation groups and adjusting fund 

distribution quarterly, at a minimum, and more frequently if warranted; and 
• identifying positive outliers to use as potential best practice models with other providers. 
Fiscal monitoring of provider performance 
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ValueOptions uses a variety of performance measures to monitor provider fiscal and operational performance including: 
• measuring individual provider performance, as indicated by production of encounter value equivalent to contract 

payments, number and type of services provided, ability to meet programmatic contract requirements, and ability to 
intake and engage priority consumers; 

• measuring individual provider operational efficiency, including the analysis of total, direct and administrative expenses 
to revenue and of cost per consumer by unit of service and episode of care;  

• monitoring financial management protocols, including the establishment of budget goals/targets and the management of 
expenditures to budget projections; and 

• measuring staffing levels and productivity by evaluating provider caseloads, encounter production against available staff 
hours, and ratio of direct care to administrative staff. 

 
Cross-departmental Monitoring of Fiscal Performance, Productivity and Capacity 
Fiscal and administrative staff in collaboration with Network Management and Program Development, Clinical and Quality 
Management departments will develop and implement cross-departmental provider monitoring by April 1, 2004. A multi-
disciplinary team will systematically review outlier performers. This process is an expansion of ValueOptions’ current use of 
the multi-disciplinary team review process for providers identified as needing special assistance. Outliers will be determined 
by the encounter production categories described above as well as quality, access to care, and productivity indicators. The 
Director of Network Management and Program Development will oversee this cross-departmental monitoring process and 
forward results to the Quality Management/Utilization Management Committee for review and determination of follow up. 
 
Efficient Contracting Systems  
ValueOptions structures our provider contracts to maximize the use of available funding, ensure an adequate provider 
network, and provide the foundation for provider accountability. ValueOptions contracts with providers through various 
funding mechanisms, including block purchases for availability, prospectively paid block payments tied to minimum capacity 
and encounter requirements, and fee for service arrangements. The funding mechanisms developed by ValueOptions ensure 
that a full continuum of services is available. Block purchases and payments, in particular, have several advantages in public 
sector behavioral health systems. Block purchases and payments appropriately designed and monitored can: 
• ensure the availability of critical services for consumers at a fixed annual cost to ValueOptions. For example, 

ValueOptions has block purchased crisis services to ensure availability 24 hours a day, 7 days a week at fixed annual 
costs; 

• tie prospective block payments to minimum capacity requirements and fund type mix, which maximizes use of scarce 
resources. As an example, ValueOptions pays outpatient providers monthly on a prospective basis and reconciles 
payments to encounter value production periodically throughout the year, in order to ensure capacity and maximize 
resources; and 

• identify contract dollars by fund type in provider contracts to help providers understand and manage the service dollars 
they receive across all service populations. 

 
ValueOptions analyzes the most cost-efficient system design and service delivery models and focuses on these in contract 
development. Examples of this procedure include the development of the Rapid Response Teams that are dispatched to 
emergency rooms and specialized mobile teams that serve consumers with developmental disabilities. Both of these services 
provide timely, quality services targeted to meet specific population needs. In addition, both services are designed to prevent 
unnecessary inpatient hospitalization, the most costly level of care, through the provision of timely and responsive crisis 
intervention. 
 
Streamlined Network Management Protocols 
ValueOptions has been able to re-direct system resources by streamlining our procedures for managing the provider network. 
Examples include distributing the Provider Manual and Provider Notices electronically, having provider forms posted on the 
ValueOptions Web site, and delegating credentialing to accredited providers that meet delegation requirements. 
ValueOptions will continue to create efficiencies in this manner, including streamlining the credentialing process to conform 
to the ADHS/DBHS credentialing requirements by February 1, 2004. ValueOptions also has enhanced its network 
management protocols for assessing capacity and targeting  funds on system priorities. We have accomplished this by: 
• analyzing provider capacity, including review of the provider’s clinical models, intake and treatment capacity, and 

utilization. For example, ValueOptions’ analysis resulted in the development of monthly minimum intake targets for 
Title XIX children and adolescents and adults with general mental health and substance abuse disorders. 

• analyzing service need and gaps through collaboration with providers and clinical staff and advanced mapping 
technology. For instance, ValueOptions Network Management and Program Development Department analyzed high 
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Figure 6e.1

SMI Pharmacy Utilization Trends
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need ZIP code areas and required that Comprehensive Service Providers locate all new sites in one of the 10 ZIP code 
areas with the highest number of eligibles, unless otherwise approved. 

• aligning contract dollars with principles of care. Examples include giving incentives to providers that met performance 
targets for a Latino youth initiative and increasing contract amounts for providers that are making substantial movement 
in implementing the Arizona Children’s System Vision and Principles. 

 
Cost-efficient Utilization Management Systems 
 
Streamlining Utilization Management to Minimize Expense for Providers and RBHA 
As described in Volume 4.a 9-10, ValueOptions implements utilization management systems that allow easy access to care 
for consumers, streamlines authorization requirements for providers, and effectively manages utilization. We do this by 
focusing intensive utilization management efforts on the highest levels of care and by using retrospective review for lower, 
less costly levels of care. Intensive Utilization Management involves the use of real time data and specialized staff with close 
oversight by senior management. While this section focuses on managing costs, Volume 4 explains how information will be 
used to improve quality of care, access to services, and achieve strategic initiatives at both the Regional Behavioral Health 
Authority (RBHA) and provider level. 
 
Pharmacy Cost Management 
The rising cost of providing psychotropic medications 
has become an increasing challenge. ValueOptions has 
contained pharmacy costs in Maricopa County well 
below national trends. While medication costs increased 
18 percent nationwide last year, Maricopa County saw 
the average pharmacy cost per consumer increase by 
less than 1 percent. Figure 6e.1 shows that since 2002 
we have been able to hold pharmacy costs per user 
constant while decreasing the number of prescriptions 
per user, thereby improving the quality of care for 
consumers through polypharmacy management. 
ValueOptions will continue to manage the pharmacy 
benefit through multiple strategies including: 
 
• The Pharmacy & Therapeutics Committee will 

continuously review medication safety, efficacy, bio-equivalency, and cost-efficiency.  
• We will continue to manage polypharmacy by implementing best practice guidelines and prescriber education. 
• We will continue to control costs by utilizing state-of-the-art real-time processing. 
• We will continue to engage in aggressive pharmacy contracting and pricing strategies, as well as provider education, to 

control total pharmacy costs. 
 
Innovative Use of Technology 
ValueOptions will continue to implement cost-efficient automated processes for the RBHA and providers. These automated 
processes, which are fully described in Volume 5, replace more costly and time-consuming manual ones. Examples include: 
• development of software to enable providers to edit or “scrub” data prior to submission to ValueOptions, thereby 

reducing errors and the staff time devoted to manually correcting them; 
• implementation of Web-based systems for the transmission of data and reports between ValueOptions and its contracted 

providers; and development and distribution of key management reports that eliminate the need for providers to use 
scarce information system resources to develop them internally. Future enhancements include the planned development 
of an electronic provider directory and a Web-based capacity management system to enable ValueOptions and provider 
staff to conduct their work more efficiently. 


